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The Chairman asked Secretary Block to introduce this issue.
The Act, as approved by the Senate Agriculture Committee, is a
bill designed to maintain and enhance foreign market¢ for U.s.
agriculture products. Part of the bill calls for the Secretary
to use funds generated by required sales of CCC owned dairy products
to promote exports in whatever form is necessary to compensate

for other countries' export subsidies.
voiced opposition to the bill.

21l SIG-IEP members

If it appears that the bill

might pass, even with strong Administration opposition, then
we may have to seek some amendments-~-but only as a last resort. (S)
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Netherlands Antilles Tax Treaty (U)

A new tax treaty between the United States and the Nether-
lands Antilles has been under negotiation by the Treasury Depart-
ment since 1980. Over the past twenty-five years, the Netherlands
Antilles has exploited its tax haven status due to its tax
treaty relationship with the United States. A primary use of
the Netherlands Antilles is by residents of third countries
who can minimize or totally avoid U.S. income tax. U.S.
companies have also utilized Antilles entities to gain access
to Eurodollar funds without being subject to the U.S. 30 percent
withholding tax. There are approximately $50 billion of
outstanding Eurobonds of Antilles finance subsidiaries issued
since 1974. (S)

The new treaty seeks to close a number of tax loopholes
without unduly damaging the Netherlands Antilles economy.
Negotiators for the Antilles appear to have been encouraged to
continue to hold out for additional U.S. concessions, which
has led the Antilles to reject prior proposals by the U.S.
delegation and to delay responding to our most recent proposal. (S)

It was pointed out that failure to reach agreement on a new
tax treaty may jeopardize drug enforcement facilities in the Nether-
lands Antilles. It was pointed out the treaty they have been offered
preserves more than 80 percent of the revenue sources which the
Netherlands Antilles has now. (S)

The Chairman concluded by saying that we are against the idea
of tax havens. Ve should negotiate in good faith for a new tax
treaty. If the U.S. Government speaks as one now, we should be
able to reach agreement with the Netherlands Antilles. (S)

U.S.-Japan Energy Working Group (C)

The day and a half meeting with the Japanese went well. The
Japanese expressed a keen ‘interest in purchasing Alaskan oil.
However, their estimates for coal and gas imports from the
U.S. were much lower, due to extremely low assumptions about
economic growth. The U.S. side stressed the need for the
Japanese to consider entering into long-term contracts:for coal
and gas as a prerequisite for infrastructure expansion in the
United States. This, coupled with expanded investment in U.S.
energy resources and infrastructure, could contribute to a better
environment in which to approach the Congress on the export of
oil. A work program was agreed upon and experts from both countries
will be meeting before the next Working Group plenary, which is
expected to be in early June. (S)
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